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of abuses, he said.  Action hy the next
Congress, Secretary Taft said, would ' g
the matter up in a Presidential campuign.
He advocated therefore a pledge in the
Republican platform that the tariff would
be rovised and action postponed until re-
vision would be less affected by political
considerations.

Secretary Taft, afiver expressing ap-
proval of the rate law and endeavoring to
answer its critics, expressed his approval
of the plan to amend it by requiring cer-
tificates from the Interstate Commerce
Commission for all issues of securities as
& remedy against overcapitalization. He
also suid that he was in favor of another
amendment limiting stock ownership and
referred to the Harriman investigation as
revealing a “dangerous tendency which,
if not atopped, will lead to the absorption
of all the railroads in the country into one |
hand." |

Fvidently replying to the criticism n!l
the centralizing policy here disclosed, he
wrdd that the constitutional limits of Fad-
eral action should not be blurred out or
the Federal power expanded by doubtful
gonstruction  to interfere  with State
rights. But the right of Congress to take
action to control interstate commerce, he
salid, could not be denied,

In vegard to trusts Mr. Taft declared
it to be his belief that rigorous enforeement
of existing laws against illegal combina-
tions and “esqual and just operation of the
railwavs would restrain the great corpora-
tions within the hounds of legitimate and
useful husiness.”

Mr. Taft came out in approval of legis-
Iation against fortunes due to rebating
or some form of monopoly or overcapitali-
gation. Such Jegislation, he declared,
properly belonged to the States. He ad-
vocated] a Federal graduated inheritance
tax and an income tax at such times as the |
Government revenues needed addition or |
readjustment. Secretary Taft's sneech in |
full follows

Necretary Tarft's speech.
Membern of the Buckeye Republican Club
and #cllow Cilizens o] Ohio.
QUICKENING OF PUBLIC CONSCIENCE
MIDST OF PROSPERITY

The present is a period of the greatest

rosperity,  general comfort and even |
nxury Ihroughout this country the de- |
mand for labor has increased wages to a
higher point than ever known before. The
compensation of skilled labor now fre-
guently exceeds that of certain professions,
like teaching and the ministry. Wealth
has aceumulated enormously in the hands |
of individuals and never before have rich
men given so freely of their fortunes to
educational and charitable objects. Such
conditions are apt to dim and dull the eye
and the ear of the people to abuses and d?;-
honesty in the l-o(sy politic and social. It
was such periods in the history of ancient
republics when their foundations were
sapped and their fall ultimately brought
about.  Prophets of evil have foretold the
same fate for this republic. They have
been refuted.  In spite of the general com-
fort there have been made manifest h_vl
m'gna not to be misunderstood a quickening
of the public comscience and a demand for
the remedy of abuses, the outgrowth of
this prosperity, and for a higher standard |
of business integrity. Every lover of his
country should have a feeling of pride and |
exaltation in this evidence that our society |
in still gound at the core.

ABUSES IN RAILWAY DISCRIMINATIONS.

I have been invited by your body to dis-
cuss the national issues. Some of these
fmvolve the abusess over which the public
canscience has been aroused, and the proper |
remedies for their removal. The first, |
and possibly the greatest, abuse has been |
in the management of the arterial system |
of the country which the interstate rail- |
roads form. Any unjust discrimination
in the terms upon which transportation of
freight or passengers is afforded an indi-
vidual or a locality paralyzes and withers
the business of the individual or the locality
exactly as the binding of the arteries and
veins leading to a member of the human
body destroys its life.

FAILUKE OF THE OLD INTERSTATE COMMERCE
LAW AND CAUSES,

The result of twenty years operation
under the interstate cammerce act of 1887,
passed to restrain abuses of unjust diserim-
ination and unreasonableness of rates, was |
that the railroads came to regard the action |
of the commission it created as of no im- |
portance.  The delays, due to the necessity |
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merits of every order of the commission
before it became effective, made the remedy
of the complaining shipper or locality so
s8low and burdensome that in  contested
cvAses (L was no remedy at all, The com-
mission was not, under the old act, author-
ized to fix reasonable rates. It could only
say that a particular rate was unreasonahje
and order a railroad to change its rate and
make it reasonable. The railroad might
fix a new rate at anything less than the
rate declared to be unreasonable, and if
the reduction made was not sufficient a,
new action had 1o be brought to decide that |
the new rate was also unreasonable,
FRESIDENT ROOSEVELT'S RECOMMENDATION
NEW RATE PILL.

Made aware of the moribund condition
of railway regulgtion under the old law
and of the widespread abuses which pre- '
vailed in railway management, Presiden:
Hoosevelt in his message of 1804 recom-
mended that the powers of the commission '
be largely increased, first, by enabling the
commission to fix rates and, second, hy
making 115 obder efféctive against the
carriers without resort to courts to compel ‘
performance, He asked that it be made |
an administrative tribunal with real power
This was done by the passage of the rate
bill in June, 1808 The new act enables the
commission to fix rates and gives efficacy
to all of its orders by providing that they |
#hall go into effect thirty days after they are ‘
made unless suspended by an order of court,
and failure to comply with them is punish-
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delinquency  Express companies, sleeping
car ompanies and @il pipe line companies |

are hrought under the jurisdiction of the
commission as common carriers. The act ‘
gives the commission power to fix the rates |
for the various incidental serviees performe:d

hy railway s at terminals and on the journey
and to require them to be performed for
every shingper .

By withholding such services from one

and extending them to another and by
Imposing varying charges for them coin-
panies hiave Leen able in the past to make

themn a convenient instrument for dis-
crimination. The new law requires the
publication of rates charged® for such in-
cidental services.  Railroads are compelled
to furnish  cars without discrimination

for the movement of traffic. After Mdy,
1908, they are confined in their business
Etrictly 1o trapsportation by a  provision
forbidding them after that date to trans-
ort for themselves anything but what
15 intended for their use as common carriers, |
Kxperience has shown that the railroads |
cannot be trusted to deal fairly in matters |
of transportation between themselves and |
their competitors in an outside husiness, !
in |

|

|

The \new law makes radical changes
the maiter of the publication of rates
Under the old law, by means of what was

calledd the “midnight tarif,” a »'-sad
combany gave favored shippers advance
information of a contemplated reduction |
of rote and immediately restored the old |
rate when these shippers had profited by ‘
e Thirty days notice is now  required |
of any change in the rates unlese the com-

tission, for good cause, modifies the re-

urement,

FESEMBLES NATIONAL BANKING ACT

\eain, the new law enablos the com-
misaaon to prescribe u aniform systen of ac-
connting. for ralroads. Under the ol
ww the <$nmm|umn could call for & report \

| ercised at all, practica

L it has not helped a single shipper

| the chief reason

of the railroads and might ask questions
of railronds, but it had no way to compel
a compliance with ite request, and no penalty
was provided in the law for failure to
make the full report, Under the new law
annual reports must. be made under oath,
and penalties are prescribed for failure
to file them with the commission within
A omiain time. The commission can call
for monthly or special reports. It may
prescribe the bookkeeping methods of the
carrier and has acoess at all times through
examiners to the carrier'’s bhooks. The
carrier is forbidden to keep any other hooks
than those prescribed. ’ic- commission's
authority under the new law over inter-
state commeros railroads is thus in many
respocts like that of the Comptroller of the
Currency over national banks, which has
the approval and confidence of the country.
GREAT OPPOBITION BY RAILROADS -~ THEIR
ARGUMENTS AGAINAT BILL

Never before was there such a united
opposition by the railroad interests to any
national measure as they inatituted against
the rate bill. A campaign of education
was entered upon, speeches were made in
every part of the country, and literature
was showered upon the members of every
community, with the hope of convinecing
the public that the bill was a dangerous
innovation.

Theobjections urged against it were three-
First, it was said to be unwise because it
was a departure from the laissez faive doe-
trine of as little government as possible
and was a long step toward socialism and
Government. ownership.

OCTRAGED PUBLIC OPINION CARRIED THE
BILL.

The revelations of infidelity to trust obli-
(gtmng in the insurance investigations in
New York, the fraudulent discriminations
in the traffic of the coal carrying roads dis
closed by the inquiry made by the Inter-
state Commerce Commission and the dis-
closure of secret rebates on an enormous
scale granted to the Standard Oil Company
by the railroads in the report of Mr, Gar-
field, as Commissioner of Corporations,
overcame such a specious argument, created
a strong public opinion in favor of a radical
remedy aganist all dishonest corporate
practices, and held up the hands ofp;hoso
supporting the bill,

SECOND OBJECTION — INCOMPETENCY OF COM-
MISSION TO FIX RATES - PROVED TOO MUCH.
The second ground of opposition was that

| a tribunal like the commission was utterly

unable to fix rates—that the fixing of rate
was such a difficult matter, that only the
expert traffic managers of railroads were
competent for the work; that each rate
was 8o connected with every other that
it was impossible for a body of laymen
to reach a safe and just conclusion in re-
,Bpect to any one rate, without creating hope-
less confusion. The argnment proved too
much. If the commission could not fix
rates, then neither it nor a court could
safely determine whether a rate was un-
reasonable, for exactly the same expert
knowledge was needed to say that a rate
was unreasonable as to say what was a
maximum reasonable rate. Indeed, in the
natural mental process, a maximum reason-
able rate must be determined before de-
claring the rate in question unreasonable.
All this inevitably led to the conclusion that
there was no remedy either by commis-
sion or court against unreasonable rates,
that the public was helpless, and that the
whole matter must still be left to the only

dexperts, the traffic managers of the rail-

roads, although it was the dishonesty, dis-

crimination and injustice of many of them |

which had been the cause of the trouble,
Naturally, the argument had weight neither
with Congress nor with the public.
CONSTITUTIONAL OB ECTION BY RAILROADS
WITHOUT WEIGHT

I'he third and final objection was that
the law was invalid in that Congress was
thereby delegating its legislaivo power
to another body and
general constitutional ruie that delegated
power cannot be delegated. The rl~ has
an exception,

the original conferring of the power can

| be subserved only by its delagation to an
It is admitted that the Constitu- |

agent
tion gives Congress the power to tix rates
Obviously, however, it is impossible for
Congress as a body to spend. the time and
labor to do so. If the {mwar is to be ex-
ly it can be done
only through a tribunal or an agency like
that of the Interstate Commeroe Commis-
sion. Hence Congress may delegate the
power under proper legislative limitations
and rules of decision. A similar conclu-
sion has been reached by a number of State
courts with reference to the power of Legis-
latures under State Constitutions present -
ing the same question, and while the case
has not, with respect to a Federal commis-
sion, been brought directly before the
Supreme Court of the United States, there
is a plain dictum in one decision in favor of
the validity of such delegation of Jegislative
power
SMALL VOTE AGAINST BILL.

The opponents of thesbill were not able
with these objections to muster more than
7 negative votes in the House of Represen.
tatives, or § votes in the Senate.

OPPONENTS OF RATE BILL NOW BRLITTLE IT
AND PRAISE ELKINS BILL,

The opponents of the measuré continue
to denounce it, but now, instead of pointing
out its disastrous effect, they say it is a fail-
ure and that in the yvear since its passage

insist that the only effective and an all
suﬂ_mn-m law to regulate railways is the
Elkins act, passed in 1903, and that this is

shown by the fact that all the prosecutions 4

in which convictions have been had against
rallway companies and favored shippers
in the Jast two years have heen under the
Elkins act and not under the rate bill
Let us look into the facts in regard to this
allegation. The chief prosecutions which
have been instituted have been criminal
indictments ngaim-! the sugar trust and the
Standard Oil Company and certain railways
and their agents and officer< for taking
and giving secret money rebates, They
could not have been brought under the
rate bill, because the acts prosecuted were
:-nlr'nminod before the passage of the rate
bi ¢
EFFECT OF FLKINS BILL ON EXISTING ( RIMI-

NAL PROSECUTIONS WAS TO SAVE RE-.

BATE GIVERS AND TAKERS FROM JAIL,

It is true that these prosecutions were
instituted under the Elkins act, but it 1=

| also true that had the Elkins bill never

been passed the same acts could and
doubtless would have been prosecutea as
giving and receiving unjust diseriminations
againet the persons committing them
under the amendment to the interstate
commerce' act of 1889, which the Elkins
law supplanted. The Elking law was
really an amendment to the interstate
commerce act, enlarging and making
more effective the {:roco-dum for prosecut-
ing violations of the prohibitions of that
law and describing them in more compre-
hensive form. It gave greater latitude in
respect of the district where the offence
would be prosecuted and it made the com-
pany necessarily responsible in a fine for
the act of its nts, without other proof of
direct complicity than the agenoy. Under
the 1889 amendment, however, the individ-
nals convicted could have beon gent to the
penitentiary, whereas under the Elkins act
the punishment by imprisonment was
taken away, while the fine was increased.
The chief effect the Flkins law had on these
particular prosecutions which have heen
given so0 much prominence was to make
it easier to convict the corporation and to
increase its fine but to save the guilty
individual perpetrators from imprisonment .
RAILROADS FAVORED ELKINS BILL BECAUSE
OF ABOLITION OF JAIL PENALTY.

It is well understood that the Elkins bill
wos }ml without opposition by and wjth
the full consent of. the railroads and that
for this was the elimina-
tion of the penitentiary peralty for unjust
discriminations. The olition of im-

risonment as a pogsible penalty was un-
ortunale, Experience has shown that a
mere fine is generally not enough to deter
a corporation from violation of the law,
because it then becomes a matter of mere
business speculation. The imprisonment
of two or three prominent officers of a rail-
way company or a trust engaged in giving
or receiving secret rebates would have a
greater deterrent effect for the future than
millions in a fine,

RATE BILL RESTORED JAML PENALTY.

In the rate bill, Congress amended the
Elkins bill and restored imprisonment as
hrt of the punisiment for seorat rebates,

ad the rebating and dishonest practices
of the railroad companies and the trusts,
Leen as clearly known to Congress and the
public, when the Elkins bill was considered

was' violating the |

. i Thera may be llr‘lf‘ﬂﬂﬁﬂnl
of legislative power where the purpose in |

They
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Aan they ware when the rate bill was passed
the Elkins bill would not have pussed so
smoothly.

NARROW HCOPE OF KLKINS BILL AN COM-
PARED WITH RATE BILL

I der not wish to decry the merits of the
Fiking bill because, aside from its elimina-
tion of imprisonment as punishment, it is-
a most useful measure, but ita scope is xo
narrow in respect of the regulation of rail-
ways that it cannot be pared in im{:n -
tance of operation and effect to the rate bill,
The increase by the rate bill in the powers
of the commission in supervision, investiga-
tion, rate fixing and effective order making
to prevent discrimination is t. Klabo-
rate machinery for making it difoult to vio-
late the law without discovery and for dis-
covering violations when they exist and for
affording affirmative and mandatory relief
in requiring railroads to furnish equal facili-
ties to all is found in the provisions of the
new rate bill. Criminal utions will
continue to be under the Elkins law, but as
amended by the new rate bill. This is be-
cause the Elkins law, as amended, contains
the part of the interstate commerce legisla-
tion which ribes the punishment for
violations of the law and so, in ordinary
practice, comes into operation after the vio-
Iations haev discovered underthe other
provisions of rate bill,

IF THE RATE BILL IS INEFFECTIVE WHY SUCH
RAILROAD OPPORITION?

If the rate bill was likely to be a failure
and to accomplish nothing in the regulation
of their business, the query naturally arises
why did the railroads spend so mych money
and so great effort to defeat it? hy was it,
if it bad no effect, that in the interval be-
tween the time of ita and its going
into effect there were filed with the Inter-
state Commerce Commission more notices
of reduced rates by the railroads than ever
had been filed in the previous twenty years
of the life of the interstate commerce law?

It is true that later on many rates were
properly raised by the railroads because
of an increase in wagea and other cost of
maintenance; but I only cite the prompt,
action of the railways on the passage of
the bill as a recogrytion by them of the
fmportance of the measure and the in-
l creased power of the commission.
| The rate law has not been in operation
| a year and the beneficial results from its

operations, though clear, are not ready
| to be presented in statistical array. More-
| over, the chief benefit of the act is likely
| to be its influence in discouraging attempts
| to renew the old abuses and such benefits
do not appear in statistics. The immediate
effect of the act has certainly been to compel
railroads to regard the commigsion now as
the important tribunal whose views they
must follow. They are mnmfnmn1 eve
outward di:rooition striotly to comply wit
the law and to avoid prosecution or com-
plaint. The time has gone by in which
the action of the commission can be ignored
or langhed at. The commission itself
taken up its duties with renewed energy,
has proceeded, without awaiting the inter-
vention of the railroads or the filing of
complaints, to construe the act by admin-
istrative rulings in order to assist the rail-
roads in complying with the law. With
the lagge powers for correcting evils which
the rxnmmuion now has we may reasonably
expect a marked improvement in the con-
i duet of the railways of the country.
| THE ATTITUDE OF THE COUNTRY TOWARD
| THE RATE BILL.
| The passage of the bill was taken the
| country over, and” properly taken, as a
most important step toward the suppres-
| wion of abuses which kad grown up in a
period of tolerant prosperity. It was
thought to be an effective cure of the arterial
system of the country which had become
oisoned by dishonesty, injustice and fraud.
it was a great solace to the conscience of
the country outraged by recent revelations
of railway and trust management. Passed
at the instance of Mr. Roosevelt it stands
, a8 a monument to the principle which he
| has incessantly maintained in speech and
action, that the laws must be so made that
they can be enforced as well against the
| sing of the wealthy and the powerful as
| against those of the poor.

ERROR OF MR. BRYAN A8 TO COURT REVIEW
IN RATE BILL.

Mr. Bryan contends that the law was
| greatly weakenad in authorizing, or recog-
| nizing, judicial intervention to restrain the
| orders of the commission. This criticiam
has not the slightest foundation. There
can be no judicial appeal in the nature of a

commission to the Supreme Court or to the

Circuit Court of the United States, for the

but oply a mere administrative &ribunal.
The ly power a Federal court could
validly exercise would be to decide first,
whether the administrative tribunal had
followed correctly the limitations upon its
! course of action imposed by the act of
Congress creating it; and secondly, whether
! its order taken as an authorized expression
| of the legisative power deprived the rail-
| road company of its right, under the Four-
| teenths Amendment, to derive a fair profit
from the use of its property. Whether
| the Federal courts were expressly given
| this power in the law or not, they would
I have had it under their general juriasdiction.
If their power had not been recognized and
a purpose of Congress had been expressed
to prevent an appeal to the courts, the law
would have been invalid. The extent of
the judicial remedy could not be either
diminished or enlarged by Congressional
action, with due regard to the validity of
| the act. Congress was wise, therefore, in
| not attempting to define what the court
should or should not do, and in merely
! recognizing the right of the companies to
appeal to the Federal courts to test the

validity of the action of the corumission.
| No victory was gained by either the con-
{ servative or the radical party in this re-
| gard.

| IMPORTANCE OF COURTR IN UPHOLDING CON-
! STITUTIONAL GUARANTEES.

By what | have said, however, | would not
for & moment be thought to favor any legis-
lation which would exclude railroad com-
panies or any one else from a recourse to
the courts to protect them in their statutory
and constitutional rights. The courts, and

ially the Supreme Court of the United
States, are the part of our Government in-'
dispensable in making good those guaran-
ties of life, liberty, property and the pursuit
of happiness given in the Constitution and
placed there by the people themselves 1o
curb their own hasty action under stress of
sudden impulse or with too little delibera-
tion. The administration of exact justice
by courts without fear or favor, unmoved hy
the influence of the wealthy or by the
| threats of the demagogue, is the highest
ideal that a government of the people can
strive for, and any means by which a suitor,
however unpopular or poor, is deprived of
enjoying this is to he condemned. It isim-
portant, however, that appeals to judicial
remedies should be limi in such a way
that parties will not use them merely to de-
lay and so clog efficient and just executive
or legislative action.
NEW AMENDMENTS TO THE RATE BILL

NEEDED—~CLASSIFICATION.

The rate law does not go far enough. The
| practice under it has already disclosed the
necessity for new amendmentsa and will
doubtless suggest more. Such is the true
method-—~the empirical and tentative method

of securing proper remedies for a new
evil. The classification of merchandise for
transportation is A most important matter
in rate fixing, for by a transfer from one
class to another the rate is changed and may
work injustice. With the power of me
fixing, it would seem, should go the power
in the commission to classifly and to pre-
scribe rules for uniform classification by all
railroads,

|

|

‘ AMENDMENT NEEDED TO PREVENT OVER-
' CAPITALIZATION,

Recent revelations have emphasized the
| pernicious effect of the so-called over-
capitalization of railroads which aids un-
scrupulous stock manipulators in disposi;

of railway recurities at unreasonably hi

prices to innocent buyers. This evil would
not of itself justify Federal restraint or
control,

|

practice, however, has a tendency to divert

improving the roadbed, track and equi
ment of railways into the pockets of the

| dishonest manipulators and thus to pile | strictest

such an unprofitable debt upon a railway as
to make bankruptey and a receivership

robable in the first business stringency.

‘his result r‘n an interstate railway neces-
sarily interferes with and burdens inter-
state commeroe and justifies the exercise
of the regulative power of tostop

complete review on the merits from the 1 full
' the obligations some of them have assumed

commission is not a court of first inetance. |

5
|
|
|
|

| minister the property.

the praotion. A raflrosd mm’uny engagod
in interstate cominerce should not he per-
mitted, thersfore, Lo issubd stooR or bonds
and put them on sale in the market except
after a certificate hy the Interstate Com-
meron Commission tAat the securities are
insued with the approval of the commission
for a legitimate railroad purpose. The
railroads that are honestly conduoted would
aocoept the osrtifioate of the comminsion ae
a valuable one in the markets of the world,
and only railway stock manipulators who
look to ‘the floating of watered securities
as their best source of profit would hav e
reason to complain,

AMENDMENTS AGAINST PURCHABKE OF STOCK
IN COMPETING LINKES AND AGAINST COMMON
DIRECTORS.

A mirch used means of olimlnninf com-
petition among interstate lines serving the
same umwr‘ in the aoquisition by one
o&lgr-ny of the stoek in another and the
election of direotors to represent that stock.
This process is facilitated by the uncon-
trolled power to issue seourities heyond
the n of the oom%cny for ita legitimate
b::ineu“ and p:.:gldﬂ ou by t'h:v.h re-
striction pro . The evil ought further
to be directly restrained mﬁ‘n‘ it un-
lawful for an interstate railway to aoquire
stock ina oompoux:g line. This is a simpler
remedy of meeti eovilthanby recourse
to the anti-trust law under the Northern

rities case. In addition to this, com-
g:un; lines should be prohibited from

ving common directors or officers.

PROPOSED AMENDM PLAINLY
STITOTIONAL. .

_ These suggestions of additional legislation
in respect to the supervision and control
of interstate railways have been made by
the Interstate Commerce Commission and
1 heartily concur in them. Thay are plainly

CON-

within the Federal jurisdiction r the
interstate commerce clause, 1 do not think
that in order to accomplish a which
the Federal Government with its o v

resources and wider geographical reach
can bring about more quickly and efficiently,
the constitutional limits upon Federal action
should be blurred out or an undoubted Fed-
eral power should be expanded by doubtful
construction into a field which really be-
longs to the State. But the right of Con-
F‘- to take any action, not confiscatory,
n the moet ri control of interstate com-
merce cannot be denied.
SUGGESTED BY HABRIMAN CONSOLIDATIONS,

The measurea taken and proposed are
radical perhaps, viewed from the stand-

t of the laissez [aire doctrinaire whose
ideas have been allowed to prevail in re-
spect of railroad management down to the
present; but no one can read the report of
the commission on the history of the union
of the Southern Pacific and Union Pacific
systems with the Illinois Central system
without trembling at the enormous power
that one man, by the uncontrolled used of
the stock and bond issuing power of inter-
state rallways under State charters. has
acquired in respect of a vital power of the
country’s buriness and without looking for
some means of remedving such a dangerous
tendency which, if not stopped, will lead to
the absorption of all the railroads of the
country into one hand.
RATE BILL AND PROPOSED AMENDMENTS NOT |
SOCIALISTIC, BUT THE OPPOBITE.

The contention on behalf of the railroads,
already noticed, that such supervision as
the rate bill and these suggested amend-
ments afford is socialistic and tends to
Government ownership is utterly without
basis. Efficient regulation is the very
antidote and preventive of socialism and
Government ownership. The railroads
until now have been permitted to wield
without un¥ real control the enormously
important franchise of furnishing trans-
rortation to the entire country. The:
‘uva constructed 280,000 miles of road.
In certain respects they have done a mar-
vellous work and have afforded transporta-
tion at a cheaper rate per ton, per mile and

per nger than in any country in the
world. They have, however, many of
them, s easly violated the trust obliga-

tion they have been under to the public of
furnishing equal facilities at the same price
to all shippers. The watering of stock
and bonds and the overcapitalization of
some of them for the profit of their man-
agers have prevented the needed improve-
ment of their railroads in construction and
equipment. The tremendous demand for
increased facilities due to the enormous
growth of business shows the innda{uucy
of their equipment and construction. While
they might] not have been expected to
meet in full such an extraordinary demand,

in the form of stocks and bonds leave no
doubt that had the money they representacd
been put into the roads in good faith the
shortage of cars and n«‘uipnwnt and inade-
quacy of roadbed and track would not

be o great. They discharge a public func-
tion. They have been weighed in the bal-
ance and found wanting. The remedy for

the evils must be radical to be effective
If it is not 8o, then we may certainly expect
that the movement toward Government
ownership will become a formidable one
that cannot be stayed.

OBJKCTIONS TO GOVERNMENT OWNERSHIP,

I am opposed to Government owner-

ship--

I-I:nu. because existing Government rail-
WaVys are not mana with either the
efficiency or economy of poivately man-
aged roads and the rates charged are not
as low and therefore not as beneticial to
the public,

sSecond, becauss it would involv: an ex-
penditure: of certainly twelve billions of
dollars to acquire the interstate raitways
and the creation of an enormous national
debt,

I'ird, because it wouid place in the
bhands of a recklens Exscutive a power of
control over business and politics that
the ymagination can hardiy conceive and
would expose our popular institutions to
danger.

PROPOSED RAILWAY REGULATION NOT INCON-
BISTENT WITH INDIVIDUALISM.

I'he supervigion proposed need not ma-
terially reduce the legitimate operation
of individualism in railway enterprise.
It will indeed limit the opportunity to ac- ‘

cumulate enormous fortunes tnrough over-
capitahization or secret rebates, but the
legitimate profit which comes. from close
attention to operation, to efficiency of
service and economy in details and from
broad conceptions of new methods of yo-
ducing cost without impairing the service
will not bedisturbed in the slightest. There
is no attempt to take away the property
of the railway companies: there is no fur-
nishing of public money to the enterprise
and no public officers aré required to ad-
e is no more
attempt in this law (o make transportation
a Government business than there is in
the national banking act to making bank-
ing a Government busineas,

FAVORS RAILWAY RATE AGREEMENTS I¢
SUBMITTED TO AND APPROVED BY INTER-
STATE COMMERCE COMMISSION.

The movement of competing railway
companies to consolidate arose originall
from fear that the anti-trust act forbadz
them to make agreements as to uniform
tariffs. If they were now permitted to
make such agreements subject to the ap-
proval of the Interstate Commerce Com-
mission such a_ tendency would lose much
of its force. It is impossible to prevent
competi railways from seeking to make
their tariffs uniform in order to prevent an
unending and disastrous tariff war, and
though such agreements are against the
law it is perfectly apparent fhat tacit ar-
rangements for uniformity exist. These
arrangements do not prevent the operation
of competition from time to time, as one
company finds that it may acquire new
business without loss by a reduction of
rate and insista on it, but they do prevent
a tariff war which helps neither the public

! mor the railway by violent fluctuations
| in rates. As the public now asserts the
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the money paid by the public for the stock | 8eem to have lost.
and honds which ought to be expended in | pany under such a system would be a police-
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«liminate one phase of competition, it is
‘logical to permit an agreement on rates,
if approved by the Interstate Commerce
Commission, tribunal l(fp()imd to fix
rates. = The President and the commission
rovision permitting
this way
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|
rifm to fix maximum rates and thus to |
i |
both recommend a .’
there |

law |
decade |
Moreover, every com- |
man to see to it that every other company |
ment and the law and |
obedience would be secured, !
PHYBICAL VALUATION.

Mr. Bryan is most insistent in discussi
rate ilation that the present physica
value of all roads in the couhtry should be
ascertained for the purpose of fixing rates
by allowing to the railroad companies only
a fair profit oo such valuation. Whenever
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the Intorstate Cominerce Commission deems
It importunt as un aid in fixing rates to de-
termine what it would cost now to rebuild
any railroad it has complete power w do
#0; but it would doubtless be found in re-
spect to most of them that in ppite of over-
onpitalization and lack of economy in con-
struction, land for terminals and right of

way and the cost of construction have
increased so enormously that the total of
their seourities upon w! pay divi-

dends and interest s not much if any in ex-
cess of pressnt physical value,

this, physionl valuation, as the
pointed out in his lndhmmu speech,
and as the Supreme Court in effect
said before him, is only one of & number
of data to be considered in reaching what
ina W" upon the investment; and
in det ning & partioular rate, the p roper
relation between that rate and the total
net profit of operation is so complicated
with an infinite variety of other ciroum-
stances that it is most d{fncult in rate fixing
to use the latter to affect the former. The
importance of fixing rates, complained of
as too great in and of themselves, is much
euganwd; for the overwhelming evidence
is that on the whole, rates in this country,
especially as compared with those of all
E railroads, many of which are
owned and operated b{ the Government,
are low. The chief evil consists in unjust
discrimination in rates between individuala
and localities. I do not object to valuation,
if thought relevant to any issue, but [ merely
deprecate the that it is to be the
chief means of a great reform in rates.

FRIGHTFUL LOBS OF LIPE AND LIMB AMONG
RAILWAY EMPLOYEES REQUIRKS STRIN~
GENT REGULATIONS,

The frightful loss of life and limb among
the railway employees of this country,
reaching more than 4,000 killed and 65,000
injured in one year, has Lutnchd
the attention of Congress and t! hfhh-
tures. It makes ap) t that service in
connection with trains of a railway is an
extra hazardous business and may well
call for Government supervision and ex-
ceptional rules to secure the safety of the
passengers and reduce the danger to em-
ployees. Congress, years ago, passed
atringent laws for the ndo;?tion of safety
devices to protect both employee and pas-
senger on interstate railways. With the
same purpose it has recently limited the
hours of continuous service for which em-
ployees on such railways may be engaged.
BTATUTORY RULE FOR LIABILITY OF INTER-

STATE RAILWAYS TO EMPLOYEES,

Finally, it has regulated the rules for the
liability of an interstate railroad °°"‘P‘I!"-Y
to an employee injured in its service. This
is an importapt measure, for an unfor-
tunate of uniformity has existed here-
tofore in respect to the rules of liability
in such cases, dependent on the court in
which the case has been trigd. The new
statute makes everything uniform as to
interstate railroads. It has introduced
into Federal law what is called the compara-
tive negligence theory by which if an em-
L)onee s injured proof of negligence on

is part does not forfeit his claim for dam-
a entirely unless the accident was due

ly to his negligence. If there was
n«ﬁlligqnca by the company, the _‘ury is
authorized to apportion the negligence
and award compensation for the proper
part of the damage to the§employee, and

the question of negligence is always for the |

jury.
ABOLITION OF FELLOW SERVANT RULE.

The most.important provision of this law,
however, is that abolishing what is known
as tho fallow servant rule, by which an em-
ployee injured cannot retover from his em-
Eloyor for injury sustained through the neg-

gence of a coemployee. This rule was
incorporated into the

w by Chief Justice
haw of Massachusetts, on et.?‘l’tzdground of
ublie policy. It was acqui in by the

courts of England and of this country. What-
ever may have been the wisdom of the rule
originally, a cha of conditions justifies
itsabrogation. Public poliey can be chan,

by statute, so that this exemption from lia-
bility is not secured by the Constitution to
the railroad companies. The abolition of
the exemption certainly furnishes a strong
motive to the railroad companies for the
exercise of greater care in the selection,
supervision and control of all of their em-
plovees, which tends not only to the safety
of their employees but also to the safety of
their passengers.

NEW LAW WILL LEAD TO SETTLEMENT OF

MOST CLAIMS WITHOUT 8UIT.

With these changes all claim® by em-
ployees against railroad companies except
in a few extreme cases will doubtless bhe
settled by the railway companies without
litigation, just aB they now settle without
euit substantially all claims for injuries to
passengers. The validity of this law is
under consideration by the Supreme Court.
The only serious doubt in regard to its con-
stitutionality grows out of some careless-
ness of language in limiting ite arplicntion to
interstate railways, and therefore even if
the present law should fall, there will be no
difficulty in reenacting it in proper form

TRUSTS.

I pass now from railway regulation and
the abuses arising in the dischar of a
public function to the evils which have
grown out of the combinations existing in
private business and 8o come to the subject
of trusts. The combination of capital in
large plants to manufacture goods with
the greatest econoiny is just as necessary
as the assembling of the parts of a wachine
to the economical and more rapid manu-
facture of what in old times was made by
hand. The Government should not inter-
fere with the one any more than the other.
In the proper operation of competition the
public will soon share with the manufac-
turer the advantage in lowered prices.
When, however, such combinations not only
lower the cost to themselves: but are able
to control the market and maintain or
raise the old prices, the public derives no
benefit and is helpless in the hands of a
monopoly.

ANTI-TRUST LAW.

Fear of the existence of such an abuse
led to the paseage of the anti-trust law in
1890. It recognizes two forms in which
this evil may be maintained. One is by
an agreement among a number of different
manufacturers of an article for the main-
tenance of the price of the article and the
suppression of competition. This is de-
nounced when the contract is in restraint
of interstgte trade as a criminal offence
against the United States, punishable by
fine and imprisonment, and a conspiracy
which may be restrained by injunction in a
civil suit. The other form is denounced,
with similar remedies against it, as a mo-
nopoly of interstate trade and covers the
union of the conspiring companies into one
company which by owning all the plant
or nearly all the plant engaged in the manu-
facture of the ﬁroduot and by use of other
devices controls the prices. The Supreme
Court of the United States has not defined
what a monopoly under this section of the
anti-trust law is.

DEFINITION OF UNLAWFUL MONOPOLY.

1 conceive that it is not sufficiently de-
fined by saying that it is the combination
of a large part of the plants in the country
enga in the manufacture of a particylar
product in one corporation. There must
be something more than the mere union of
capital and plant before the law is violated.
There must be some use by the company of
the comparatively great size of its capital
and plant and extent of its output, either te
ocoerce persons’ to buy of it rather than of
some competitor, or to coerte those who
would compete with it to give up their
business. ere must, in other words, be
an element of duress in the conduct of its
business toward the customers in the trade
and its competitors before mere aggregation
of plant becomes an unlawful monopoly.
It is perfectly conceivable that in the in-
terest of economy of production a great
number of plants may legitimately as-
sembled under the ownership of one ocor-
poration. In such a case it is either not a
truet, if the term involves unlawfulness,
or it is a lawful trust, if a trust merely
means a company which assembled a
large part of the manufacturing gllnt of
any product. It may be, as Mr. Bryan in
his controversy with Senator Beveridge
says, that there is a limit in the union of
capital and plant that will effect economy,
and that after that limit is reached the
imireuo ot'h n;:i &ln?t (:l"‘ the capital uther"
enlarges the n the management o
the business, and is likely to increase the
cost of production rather than to diminish
it. If so, then, when a corporation goes
beyond that limit there is a reasonable
presumption that it is doing so for the
purpose of monopolizing trnn.

MERE AGGREGATION OF ALL PLANTS IN ONB
OWNERSHIP DOKS NOT SUPPRESS
OQOMPETITION.

It miist be borne in mind that in & country ably th
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like this, where there is an enormous float-
ing capital awaiting investment, the time
within which oompeutionol:{ construction
of new plants can be introduced into any
business is comparatively short, rarely
exceeding a r, and usually in even less
time than that. Many enterprises have
been organized on the theory that mere ag-
gregation of all or nearly all existing plan

line of manufacture, without regard

in a
to economy of production, destroys com-
ition. ey have,most of them gone

into bankruptcy. Competition in a_profit-
able business will not be excluded by
the mere aggregation of many existing
plants under one company, unless the com-
pany thereby effects great economy or
takes some illegal method to avoid competi-
tion and to perpetuate a hold on the busi-
Ness., -
ILLEGAL DEVICES BADGES OF UNLAWFUL
TRUSTS.

Frequently contracts have been made
with customers by which they dre required
to deal exclusively with the trust, on the
threat that if there is not this exclusive
dealing, then at a time when they most need
the product, it will not be sold to them at
all, or only at a very high price, and one
prohibitive of profit on their part. Again,
the tremendous wealth and resources of
the trust, are exerted to destroy a rival
in a particular locality by selling at a very
low price in that neighborhood and driving
him out of business, and then raising the
prices. This can be easiiy detected by the
inequality of the prices which the trust
asks for the same commodity in different
localities under the same conditions. Such
or like methods bring the company within
the description of a monopol]y, at which
the anti-trust law is directed. [ am inclined
to the opinion that the time is near at hand
for an amendment of the anti-trust law de-
fining in more detail the evils against which
it is'ai , making clearer the distinction
between lawful reements reasonably
restraining trade and those which are per-
nicious in their effect, and particularly de-
nouncing the various devices for monopo-
lizing trade which prosecutions and in-
vestigations have shown to be used in actual
pnca:e. The decisions of the courts and
the experience of executive and prosecuting
officers make the framing of such a statute
possible. Tt will have the good effect of
making much clearer to those business
men who would obey the laws the methods
to be avoided.

SECRET REBATES MOST EFFECT TO MAINTAIN
A MONOPOLY. .

Another and perhaps the most effective
method in the past for an unlawful trust
to maintain itself has been to secure secret
rebates or bther unlawful advantage in
transportation by threat of withholding
business from the carrier. This is un-
doubtedly what has enabled the Standard
0il Company and the sugar trust and other
great combinations to reap an illegal har-
vest and to drive all competitors from the
field. If by asserting complete Federal
control over the interstate railways of the
country we can Suppress secref es
and discriminations of other kinds, we
shall have gone a long way in the sup-
pression of the unlawful trusts.

ANSWER TO MR. BRYAN'S QUESTION:
SHOULD BE DONE TO TRUSTS?
GOVERNMENT ACTION.

Mr. Bryan asks me what [ would do with
the trusts. 1 answer that I would restrain
unlawful trusts with all the efficiency of
iniiunctive process and would punish with
all the severity of criminal prosecution
every attempt on the part of ted
capital through the illegal means [ ve
described to suppress competition.

There has been great activity in the De-
partment of Commerce and Labor and in
the Department of Justice in an effort to
investigate and restrain the continuance
of such unlawful methods, and the success
which has attepded this effort in the dia-
solution of a number of such trusts where
they cone of several. companies or

nerships united by a contract in re-
straint of trade has n gratifying. 1o
the case of those who have made them-
selves into one corporation their restraint
is more difficult. It involves enormous
labor on the part of the Govdrnment to
prosecute such a combination because the
proof of the gist of the offence lies under-
neath an almost limitless variety of trans-
actions. 1o the outset it can be very much
more aasily reached by bill im equity than
in a criminal prosecution and the questions
of law arising may be more quickly settled.
When the law is declared 8o that the cor-
poration understands exactly the limits
upon its action and it then pursues its
previous illegal methods, but.
criminal prosecution ought to be resorted to.

WHY TRUST PROMOTERS HAVE NOT BEEN
IMPRISON ED

Mr. Bryan is continually asking why
some of the managers of unlawful trusts
have not been convicted and sent to the
Egmumllry.’ 1 sympathize with him in

in wish that this may be done. because |
think that the imprisonment of one or two
would have a most healthy effect through-
out the coumm but even without such im-
prisonment. | believe that the prosecutions
which are now on foot and the injunctions
which have already been issued have had
a marked effect on business methods. One
reason for the small number of sentences
of imprisonment in trust prosecutions is
that the revelations of unlawful trust meth-
ods and dishonesty have been chiefly made
known in secret rebates, and, anl have a)-
ready said, the Elkins act, mf& amended
by the rate bill, only prescribed fines as a
mode of puhishment in such cases.

JURIES HESITATE TO IMPRISON BY THEIR
VERDICTS.

Again, it is difficult to induce juri
conviet individuals of a violnior{ ,t;:. tl:g
anti-trust law if imprisonment is to follow,
In the case of the tobacco trust the Gov-
ernment declined to accept a plea of gty
by the individual defendants, offered on
condition that only the penalty of a fine be
im . and the result was that the jury
did not hesitate to stultify itself by finding
the corporation guilty and uitting the
individual def ts, who had personally
committed the acts upon which the con.
viction of the corporation was based. In
the early enforcement of a statute which
makes unlawful, because of its evil ten-
dencies, that which has been in the past
1egarded as legitimate, juries are not in-
clined by their verdiots to imgﬂ-on indi-
viduals. 16 course which the Government
pursued of resorting to civil Processes
first and clarifying the meaning of a gen-
eral statute which needs definition, is prob-

© besi course’ Lo pursue. As the

WHAT
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inal prosecutions on (and many
m;uouuom Mvo‘:ow been hegun
if the violations of the trust law are con

tinued, undoubtedly some shining marks«
will be hit, but the wigor with which thes.
prosecutions have continued has
created an anxi among those engage
in doubtful enterp that eitherdriven
them out of the business or made them care
ful not to give occasion for further com -
plaint. ’

BRYAN'S “EXTIRPATION ROOT AND BRANCH."

Mr. an &a “He would extirpate
trult.l.m:’root and {;‘unch." If Mr. Bryan «
lan is more than mere rhetorio and he
means to seize the property, to divide it v,
and sell it in pleces and disassemble the
parts, then I am not in‘favor of his methaod
of dealing with trusts, because I believe
that -u&'\-rp combinations legitimate)\
conducted greatly add to the prosperity «f
the country. The attitude of the Govern

ment toward combinations of capital for
the reduction in the cost of production
should be exactly the same as toward the
combinations of labor for the purpose of
bettering the conditions of the wage worke
and of increasing his share of the joint
pmlt)l: of o.pi.tl‘l’ﬂd labor. Tho::fo h
to be encour: n every, wa ong ax
t conduct t selves wltﬁn the fa-

Tbh‘% both wi enormous power and ;/
wielded fo!r"good can be of inestimabl-
benefit. T

power for evil when in the
control of unscrupulous men is such tha:
if it is to be restrained it s the use of
all the means which the Executive and the
courts can lawfully command. 1 think i
entirel ble the rigorous prosec-
tions of the law illegal combination«
and by the equal and just operation of rail-
ways to prevent a recurrence of what we
have had in the and to restrain within
the bounds of timate and useful ness
all theee great corporations.

FEDERAL LICENSE OF ALL INTERSTAT!
BUBINESS CORPORATIONS.

Mr. Bryan's method of suppressing
lawful trusts wo}nld be to uire ever\;
person, partnership or corpo engage
in interstate traffic to e out a Federa!
license, and by withhol -ﬁ such license:
from illegal trusts he would make the
impossible, It is probable that a statui~
embodying this plan could be drawn whic!
would stand the test of the Constitutio:
It would, however, have to contain gon
provision for ultimate judicial deternii-
nation of those applicants for license wh.

| were violating the anti-trust law and thu«

involve the same litigation we now have
There is danger that its effect would b

| 80 to clog the channels of legitimate inter-
| Atate tn%le that after it had been trie/

, for a short time the
{ would regard it as

ple of the country
rdensome and de-

mand ita repeal. It is important that in

+ new legislation to -tu:&out evils we shoul |

not 8o annoy lawabiding in the com
munity as to lose their sympathy in the
reform. This Hvlln bas had the approval
of Mr. Garfield and others. | was at firs:
inclined to think that this was a practical
method, but fuller consideration, for the
reasons given, makes me doubt. The
decision of the Supreme Court that a cor-
poration cannot refuse to d facts
which will criminate itseif makes iess
important the advantage which the license
system was sup to furnish in kee-
ing the business of a corporation under
observation Until it is clearer than a
present that the evils of unlawul e >mbina-
tions cannot be supressed without it, i’
m£l to me such a plan ought not to hw
tried,
EVIL OF SWOLLEN FORTUNES.

One of the results of the conditions
and evils which I have been describing
has been the concentration of enormous
wealth in the hands of few men. I do not
mean to say that all the large fortunes
are to be traced to unlawful means, bu
it is quite clear that many of those de-
scri as swollen are due to rebates or
to some form of unlawful monopoly or
to overcapitalization. Of course grea'
enterprises organized and ed by
men of transcendent ability should resul
in great pro'm t.om . It l: nl)uw com-
pensation when t share w the people
the profit from the economies that they

ir;.t‘.::duoe in the b\lélfi?l b rod?:ing the
P . The captains t dustry.
therefore, are entitled to reward, an

limitation

it is impossible to im 4
“ﬂ‘?" the amount whﬁh they may accum
tlate,

LEGISLATION, NOT CONFISCATORY, HAVING
TENDENCY TO DIVIDE SUCH FORTUN ES
AND TO DISCOURAGE THEIR AC-
CUMULATION, NOT SOCIALISTIC.

On the other hand it is not safe for 11«
body politic that the power arising fron
the ma ment of enormous or swollen
fortunes uld be continued from geners
tion to generation in the hands of a few
and efforts laws, which are not con
fiscatory, to divide these fortunes and to
reduce the mlvo for acocumulating them
are prxor statesmanlike and without
the sli t savor of socialism oranarchy
The law of primogeniture was abolished i1
States were it had been ld?tod merely
of securing a division of he

for the purpose
land among the children of the man whe
owned the land. Many of the provisin:

of our public land laws are drawn to dis
courage the union of large tracts in one
ownership and to encourage small holdings

BEST REBMEDY TO BE FOUND IN STATE LFGI8
LATION,

The State tures have comple
control of what | be done with a man -
rropony on his death. He has no right '

eave it by will, and his children or heirs
have no right to receive it which the Legis
latures may not modify or take away
The States, therefore, can best remedy v
dangers of too great accumulation of wes!
in one hand by controlling the descent a1
devolution of property and they ougl:t !
0 80. They can adopt the Frenah metho
which requires the division of a large jar’
of & man’s fortune between all his children
and gives him absolute power with respec
to only a fraction. would secure o
division in the second generatton and @
g’mb.blo change for the better in respec!
such fortunes. Many of the States have

already and properly adopted fuated
1% 1A% Which nog only reduces the
fmt ortune but lgm. the motive for
ts accumulation.

FEDERAL GOVERNMENT MAY PROPERLY 1FND
ITS AID. FAVORS GRADUATED INHFRI-
. TANCE TAX.
Foderal action for a Federal end mav
logiti have an indirect effect 1o 2l

the States in reforms neculiarly within their
oognizance. When, therefone, the Govern-




